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aimed at satisfying the material and cultural needs of the 
vast number of the people. The people's needs are not 
only material, but spiritual. For e , they need a 
healthy, civilized, and scientific lifestyle. They want to 
use their leisure time in a rational manner, And they 
want to lead a rich spiritual life: These are not only 

inseparable part of an individual's 


mark the development of civilization in society. It is 
unimaginable that there will be civilized people and 
societies, if there is no elementary education to serve as 
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is calculated according to their price, 
treated the same. A person, who has 
teachers and has considerable knowledge. | 

and morality, will be the creator of all the material 
spiritual wealth of society. His value is higher than 
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The historical and international value of teachers’ work 
is obvious. Teachers who pass on cultural and scientific 
knowledge, literature and art, as well as t and 
ideas, are like a bridge which make ihe continuation and 
development of human civilization possible. (Usen- 


“is an active and earnest member of a 
which is dedicated to removing mankind's 
and bad habits. He is a middleman between historically 
noble and great figures and the new tion, He is the 
custodian of the teachings left by | who strove for 
truth and happiness.” He is a live link between the past 
he future.” The value of teachers’ work is highly 
durable and expansive in terms of time and space. It is 
especially obvious today, when opening and extensive 
exchanges are conducted worldwide. 


of the teacher involves complicated mental 
well as fairly hard manual labor The target of 
the teacher's work is living people, to be more precise, 
children, each with his own personality, who are still 
growing both physically and mentally Unlike produc- 
ion goods after the same design, the teacher must be 
immensely creative, flexible, attentive, and caring The 
teacher himself must also continue to increase his knowl- 
edge and improve himself The job of a responsible 
teacher ts not confined to specific premises and dura- 
tion. He is a teacher all the time, either in or out of class, 
on or off campus. According to the Marxist theory on the 
value of labor. ‘a smaller amount of complicated 

equals a larger amount uncomplicated labor.” The 
teacher deserves higher pay for the value his 


In other countries, the pay of brain workers 1s universally 
higher than that of manual workers ‘n developing 
nations, it is usually three to five times higher. This is in 
keeping with the law of value. The situation of our 
country, that is, the average pay of brain workers is lower 
than that of manual workers, 1s, | am afraid, a phenom- 
enon rarely seen clsewhere in the world. Moreover. 
among the already lowly-vaid brain workers, the teachers 
are at the bottom in tern s of pay, welfare, and housing. 


The fact that the teacher's remuneration does not equal 
the work performed and the value created has made 
teaching unattractive as a profession Restricting teach- 
ers’ mobility by administrative fiat of one sort or another 
cannot solve this problem once and for all. Some people 
say that teaching is a sacred, holy profession, that the 
teacher should have a spirit of dedication, and that he 
must not be too occupied with matenal remuneration. 
Yes, teaching 1s indeed a sacred profession that deserves 
people's respect. However. when teaching 1s detested as a 
poorly-paid, hard job at the bottom of society, there is 
nothing sacred to it. We certainly should promote the 
spirit of dedication, man has to have some ideals and 
spirit, and he must not degrade himself to be a slave of 
money. The spirit of dedication should find expression 
in loving one’s job. in devoting one's energies to the work 
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one likes, and in working hard and creatively to accom: 
plish something, including sacrificing one's life if neces: 
sary. If, however, the value of the teacher's work is not 
recognized by society, he is not properly compensated 
for his work, and his basic working conditions are not 
guaranteed, lopsided emphasis on the so-called “spirit of 
dedication” will only lead to premature debility or 
demise of valuable personnel in large numbers. We have 

for it and, if things remain 
unchanged, they will only lead to continued destruction 
of our productive forces. In our society, it should be 
glorious to become rich through hard work, if, however, 
people are not properly compensated for doing compli- 
cated and quality work, then all society is promoting 


Today, our state has h tO pay attention to this 
problem and is trying to solve it, On the one hand, efforts 
are being made to improve the external conditions and 
to raise teachers’ wages step by step, on the other hand. 
we are taking steps to enhance our internal vigor and are 
trying out of the internal management system of 
the school, as well as the wage, personnel, and disiribu- 
tion systems. It is justified to give the teacher more pay 
for more work and higher pay for quality instruction. 
Such reform is conducive to mobilizing the teacher's 
enthus'asm, arousing their initiative, and raising the 
quality of instruction and the benefit of education. 


GUANGMING RIBAO carried a story: “All the teach- 
ers of a vilage-run school in the south quit and the 
principal became a ° without an army.’ After 
being notified of the situation, the village committee 
appropriated some moncy by itself to raise the teachers’ 
pay. As a result, the teachers who had quit in favor of 
other professions returned gladly.’ What is wonderful 
about this story is that the veachers “returned gladly,” 
not “returned by force.” This is what | call attractive- 
ness. Such attractiveness also worked elsewhere. The 
monthly wage of teachers of locally-run schools in Rulin 
Village, Anqgiu County, is over 200 yuan, 
higher than that of the residents and cadres of the village. 
They also enjoy many other benefits. In addition to 
summer and winter vacations, grains, edible oil, vegeta- 
bles, and coal are delivered to their doorstep so that their 
attention is not divided. If teachers are treated and 
respected like this, they will certainly not resign, instead, 
teachers will pour in from other places. Set out to get nd 
of poverty once and for all, Daqiu Villiage, in Ninghai 
County, Tianjin, offered to pay teachers 400 yuan and 
excellent teachers in the city proper sent in their appli- 
cations. By increasing wages and other benefits. these 

villages demonstrated their respect for knowledge and 
for teachers, they enabled the teacher to recognize his 
own value and the value of knowledge. 


Many countries around the world have once experi- 
enced, or are experiencing, a shortage of qualified pri- 
mary and secondary school teachers. There is much in 
the path they have traveled and their experience that we 
can make use of. After the war, the pay of teachers in 


Japan was low and many changed their profession. As a 
result, there developed a shortage of primary and sec- 
ondary school teachers and the supply of new teachers 
was also in jeopardy. At that time, the pay for primary 
and secondary school teachers was 20 percent lower than 
that of the business sector, To change the situation and 
attract fine people to teaching, the Government adopted 
the Law for Ensuring Educational Personnel” in 1974. 
It stipulates that pay increases for teachers will be higher 
than that of the employees of administrative depart- 
ments. Later, the wc and allowances of teachers were 
raised by a big margin. The average pay increase from 
1972 to 1978 was |.4 to 1.8 times. As the teachers’ pay 
increased, their social status also went up rapidly, and 
many talented people entered the “appealing teaching 
market.” The number of people who wanted to become 
teachers in 1977 doubled that in 1973. In the spring of 
1978, the number of students who applied to the educa- 
tion departments of the 47 state universities was 5,2 
times higher than the number admitted. Moreover, stu- 
dents who have obtained a teacher's license must also 
take the rigorous examinations administered by the 
prefectures, and only one in five passes these examina- 
tions. Teaching has become an attractive job in Japan in 
the mid-70s until today. We have to admit that the 
primary reason teaching is $0 all. active is the excellent 
economic benefits. The starting pay for a Japanese high 
school teacher with a bachelor's degree in 1984 was 15 
percent higher than his counterpart in a private estab- 
lishment and | 3 percent higher than an engineer. More- 
over, in Japan, teaching is a lifetime job. The Govern- 
ment encourages teachers to teach all their lives, with a 
seniority system and liberal retirement pensions. Japan's 
experience has drawn the attention of the world. 


For many years, there is a saying in the United States, 
that is, the first-rate students go into business, the 
second-rate become doctors or lawyers, the third-rate go 
to journalistic circles and the service industry, and the 
mediocre students become teachers. The low pay and 
low social status of teachers have seriously affected the 
supply and quality of teachers. This situation has made 
many people of insight worried. Over the past 5 years, 
the United States has raised the average wage of teachers 
by 47 percent, far higher than the national average wage 
increase and the inflation rate (which stood at 2.3 and 
1.9 percent, respectively, in 1986). As teachers’ wages 
and social status rise, teaching has become a popular 
profession and more and more fine students are choosing 
to become teachers. In many regions, people are applying 
for teaching positions in record numbers. Many former 
teachers who changed their professions because of the 
low pay are now applying for teaching positions. Britain 
passed a law to raise, beginning from 1987, teachers’ pay 
by 16 percent in 2 years. The Soviet Union and many 
East European nations also raised teachers’ pay by a big 
margin in the 70s and 80s. Once, the Soviet Union raised 
the teachers’ pay by 30 to 35 percent. 


It may be said that the world trend is toward emphasis- 
ing education, emphasising talent, and thus emphasising 
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improving the treatment and status of teachers, and seeking 
ways to attract quality people to become teachers. 


The Basics—the Optimization of Teacher Training 


Raising the teachers’ pay and improving the quality of 
teachers are the two wheels fo. optimizing the ranks of 
teachers. Improving teachers’ pay and the overall social 
environment will set the stage for optimizing the ranks of 
teachers. If the quality of teachers is not improved, we 
shall not be able to achieve the goal of optimization and 
teaching will not become a genuinely respected profes- 
sion, Optimizing teaching training (including training 
before and after they become teachers) is the infrastruc- 
ture for optimizing the ranks of teachers, 11 is also the 
infrastructure of the educational undertaking as a whole. 


China has made very great progress in developing education 
for the training of teachers over the past 10 years. It has 
trained a large number of new teachers for the development 
of education in primary and middie schools and has estab- 
lished a system for teacher education after they assume their 
jobs. Currently, teacher training education faces a conspic- 
uous problem of quality. It is determined by a number of 
factors, such as the source of students, systems, the condi- 
tions for running a school, traditional concepts, and so 
forth. Its optimization can only be brought about by 
— the hee cqumnens cad Guanes the 

in itself, Many problems are worth studying 
here. mq Pe a eS a 
training” because all other problems, such as the optimiza- 
tion of the conditions for running a school, the optimization 
of the systern and structure of the education for training 
teachers, and the improvement of the professional levels of 
courses and education, are related to the problem of how to 
correctly understand teacher training education. Some con- 
cepts seem to have become diseases of tradition or conven- 
tion. They maintain that there is no need to have high-level 
education for training teachers and that it is unnecessary for 
people to have profound learning to become teachers, or, 
looking at the issue from another angle, they hold that as 
long as people have a high academic level, they can be good 
teachers and that i training in education is 
unnecessary. These are a continuation of the traditional 
concept of “those who possess only a limited vocabulary or 
have a smattering of knowledge can become teachers.” They 
are not in keeping with the laws of historical development or 
education. 


Teacher training education is a product of the progress of 
history as well as the development of modern civilization 
and education. Every country in the world has gone through 
a stage of growth out of nothing and development from a 
low to high level. Kindergarten, primary school, and middle 
school teachers in most developed countnes are educated by 
teacher-training institutions of higher learning or universi- 
ties. Although the conditions of every country in the world 
and their respective educational system for training teachers 
might differ, there is one common trend, namely, every 
country 1s dedicated to improving the quality of teacher 
training education. Each attaches importance to not only 


enhancing the levels of basic knowledge in literature and 
science and in specialized branches of learning, bul also to 
upgrading professionalism in education & importance 
is attached to training would-be teachers before they take 
iheir jobs as well as to Continuing thew education after they 
become teachers. Intensified competition in the interna: 
tional community has ¢ the fervor for educational 
reform in many countries. first to receive the impact of 
the universal fervor for educational reform is usually 
teacher training education, Prominent political and eco- 
nomic figures in the United States do not hesitate to make 
invesiments in organizing studies and discussions for a 
bill to reform teacher training education. Amidst the wave 
of reform which centers on improving the profe.sionalism 
of teachers and the education for their training since the 
mid- 1980's, influential research reports such as “Countries 
Equipped with 21st Century Teachers,” “Future Teachers,” 
and “Call for Reforming Higher Education for Training 
Teachers” have put forward the following common propos- 
als adhere to a high standard in teacher training education. 
work to promote the professional status of teachers through 
high standards and high levels, and strive to achieve a better 
social position for teachers through a superior professional 
status. Teacher training education in the Soviet Union has 
also entered a phase of all-round reform which aims at 
attaining high standards. Its trend of development will be to 
further strengthen the role of universities in the advanced 
education for training teachers, to make universities and 
some industrial institutions of higher learning assume 
heavier tasks in training teachers, and at the same time, 
improve professional training in education so as to better 
integrate “teacher-training characteristics” with “academic 
characteristics.” 
Taking the current situation into consideration, we must 
increase our input if we want to increase the quality of 
teacher training education. We have limited financial 
and material resources and therefore do not have the 
conditions for indulgence in high input and high expen- 
ditures. However, this does not mean that we must halt 
every project. While curbing unreasonable input in 
projects which are not urgently needed at present, we 
must ensure progress in building energy and communi- 
cations infrastructure. This is for our future and for 
maintaining sustained development. We have not 
restricted input in the field of high-technology in order to 
be ranked among advanced countries in the world and to 
occupy an advantageous strategic position in the inter- 
national community in the ? ist century. Education is the 
infrastructure of the entire society, and teacher training 
is the infrastructure of infrastructures. Without sound 
infrastructure, how can we build a sound mansion”? We 
should noi spare money in areas where expenditures are 
necessary. This calls for strategic foresight. Recently, 
Comrade Deng Xiaoping stressed again: “We must solve 
problems in education by every means possible by exer- 
cising a little patience in other areas and even by 
ificing a little speed.” 
Increasing input does not ensure that quality will be 
improved. A series of supportive measures are still required 
to achieve effectiveness and high return of input. One 
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conspicuous problem affecting the quality of teacher train: 
ing education and returns on investment is that of the 
teacher training system For example, there is too much 
small-scale cunning of schools and locations are too scat- 
tered. Everyone wants to run a small school which has 
everything (some are even anxious to become a “primary 
school with first year middle schoo! classes attached" with 
the hope of being upgraded someday). As a result, barriers 
exist among counties, regions, and provinces themselves, 
between regular college and vocational courses, between 
institutions of higher learning and special or technical 
secondary schools, between before the job and after the job. 
and between teacher training schools and schools which do 
not offer teacher training courses, numerous caclusive sec- 
tors are formed, and limited funds are divided, leading to 
low investment returns and low quality. Of course, such a 
system is a result of certain hittorwal conditions. It has its 
historical merits, but its ills are ually brought to light 
with the development history. Improving the 
quality of teacher training does not mean each area should 
blindly strive to upgrade its schools. (11 will only lead to 
overall lowering in quality and investment returns.) It 
means, rather, that we must adopt various liberal policies to 
break free from barriers, carry out various forms of cooper- 
ation in running schools, jointly or by division of work (by 
bringing into play the superior conditions of each) give play 
to the strong points and potentials of universities anu other 
institutions of higher learning (like vocational and technical 
teache training in industrial and agricultural universities). 
strengthen functions of teacher training (“teacher training 
education” has a larger extension than “normal schools’), 
and open channels for smooth circulation of teachers. so as 
to enable stagnant water to flow again. Of course. improving 
the quality of teacher training education will still rely on a 
series of reform measures concerning a school’s internal 
administration, courses, subject matter, and methods of 
teaching 
In general, it 1s necessary to enhance the status c! teacher 
training education, strengthen its role, expand its exten- 
sion, and deepen its objectives so as to ultimately opti- 
mize teacher training education and train a contingent of 
excellent teachers. (The author is a member of the 
Xiamen city Educational Science Research Office of the 
Xiamen City Jimei Teachers Institute.) 


on the Phenomenon of ‘People Not 
Laws’ 


Existing 
OW 180301 2889 Beijing QIUSHI (SEEKING TRUTH] 
in Chinese No 4, 16 Feb 89 pp 9-13 


[Article by Li Maoguan 2621 5399 4619) 
[Text] I 


China has done a great deal of work in the building of 
legal systerns and has scored gratifying achievements in 
this respect since the 3d plenum of the | Ith CPC Central 
Committee. Durins these 10 years, except for the Con- 
stitution of the Pe ple’s Republic of China, which is 
currently in force, the National People’s Congress and its 





Standing Committee have made 80 laws and passed 20 
decisions on law revisions and additional regulations 
and 40 decisions on legal issues. In the meantime, the 
State Council has formulated over 900 administrative 
laws and regulations, and every province, autonomous 
region, and municipality has drawn up more than 1,000 
local laws and tions. Though much work remains 
to be done, and , in particular, the economic and 
administrative tion remains to be further 
improved, generally speaking, we have preliminarily 
established a socialist legal system based on the Consti- 
tution Our achievements in other areas of the establish- 
ing a legal system, such as setting up a sound legal system 
working organ, restoring and perfecting every judicial 
system, continuously ex ing the legal system work 
team, making vigorous § to develop the educational 
undertaking of the science of law, spreading the educa- 
tion in law among all the Chinese people, and so forth 
are also Obvious to all. 


While we are deeply gratified at our achievements in the 
building of legal systems over the past 10 years, we 
cannot but be worried to see that the phenomena of 
serious deviation from the principle of handling matters 
according to law occur in our actual life from time to 
time, that the actual results of law enforcement and law 
abidance fall quite short of the anticipated target of our 
legislation, and that the situations of not abiding by laws, 
not strictly enforcing the laws, and not investigating 
violations of the law are quite serious in some localities 
and departments. For example, though we have formu- 
lated the “Forest Law,” the “Trademark Law,” the 
“Environmental Protection Law,” the “Foodstuff 
Hygiene Law,” and the “Mineral Resources Law,” the 
phenomenon of indiscriminate and illegal logging and 
deforestation is still not brought under control, there are 
still many people who counterfeit trademarks and pro- 
duce fake commodities of poor quality, the situations of 
environmental pollution and destruction of ecological 
balance are still very serious; the foodstuff hygiene still 
shows little improvement in every area, and the chaotic 
pvenomena of indiscriminate and unauthorized mining 
and destruction of resources still happen despite 
repeated prohibii.ons. Though we have formulated the 
“Economic Contract Law,” instances of changing or 
canceling a contract and conducting business transac- 
tions not in accordance with a contract are still common 
occurrences. According to a report by the 
CHANGJIANG RIBAO, there are on average 2.59 mil- 
lion contracts that are not fulfilled in Wuhan City every 
year, while the contract-violation rate of the city is far 
below our nation’s average level. Though we have 
already promulgated the “Marriage Law.” the phenom- 
te te Fe under the lawful 

age, marriage without registration, and marriage 
arranged on the basis of a business deal are still quite 
common in rural areas. Though we have formulated the 
“Compulsory Education Law.” the phenomenon of 
employing school-age girls in the countryside and 
employing children by factories and mines still persists 
in many of areas. The existence of the phenomena of not 
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abiding by laws where they are provided has offset in 
part our achievements in legislation, has lessened peo- 
ple's trust in the laws of the state, has damaged the 
dignity and authority of the laws, and has affected the 
effort to foster the concept of legal system among the 
people, Moreover, it is also an important reason for 
causing the unsound economic environment and chaotic 
economic order at present. Conscientiously solving the 
problem of people's not abiding by laws where they are 
provided and really and effectively guaranteeing full 
implemeniation of the existing laws are the pressing 
tasks for the building of legal systems in our country at 


present. 


There are numerous complicated reasons why so many 
people are not observing the law. In addition to inade- 
quate legislation, here are some major reasons: 


1. Authority is placed above the law. Today, there may 
not be many people openly declaring that authority is 
superior to the law; in real life, however, it is not 
uncommon for some people to think their word and 
authority can supersede the law or their “authority carry 
more weight than the law.” The masses have a very 
strong reaction to that. In the past 10 years, although we 
have achieved a lot in our political reform, a power- 
checking mechanism has yet to be established. We have 
no tough measures whereby we can impose legal check 
on those in power when they exercise their authority and 
mete out legal punishment when they go beyond their 
authority and violate the law. Many people in power like 
to think they are special, that | are only meant to control 
the ordinary people, and that people like themselves are 
above and beyond the law and are not bound by law ina 
way. Some of them even use their power to commit 
crime and then use it as an amulet to escape legal 
punishment. Judicial and law enforcement departments 
often complain that “enforcing the law is no job”; the 
most difficult part of it is the interference by those in 
power. In the real life, it is very common to see that laws 
and regulations are distorted and twisted by a word, a 
note, or a gesture from some leader or another. The 
occurrence of law violation and crime and the difficulty 
to stop it more often than not have something to do with 
the connivance, support, cover-up, and even direct 
involvement by some of those in power. 


2. The relationship between the party and the law has not 
yet been put into right perspective. The party has clearly 
explained theoretically the relationship between the 
party and the law; that is, on the one hand, the party will 
uphold its leadership in the work of the legal system, on 
the other hand, the party must act within the limits of the 
constitution and laws. That theoretical explanation, 
however, has not yet been completely grasped by the 
people. For a long time, we have put undue emphasis on 
the centralized party leadership and established a highly 
centralized political system. As a result of this, the 
people have come to think that the party can take care of 


everything and intervene in everything. Even today, 
many party cadres, especially leading cadres, under the 
influence of traditional concepts and mentality, still see, 
consciously or subconsciously, party organizations as a 
“power center’ that can give orders to state —e. They 
believe that party organizations are free legal 
binding force to command and intervene in everything. 
That party committees in some localities annul the 
results of people's congress elections, willfully replace 
vernment and judicial leaders without going through 
procedures, or directly intervene and even take over 
the work of judicial organs, can be traced back to not 
having the relationship between the party and the law 
put into the right perspective. 


The mistreatment of the relationship between the party 
and the law can also be detected in some people's 
understanding and handling of the relationship between 
party policies and state laws. Party policies and state 
laws are two different social readjustment mechanisms. 
Both differ greatly from each other in function and in 
practice. Policies can guide laws, but not replace them. 
The party cannot implement policies in contradiction 
with the Constitution and laws. However, due to some 
historical and structural reasons, for a long time, we have 
placed the party above the law, emphasized policies, 
disregarded laws, and substituted policies for the law. As 
a result of that, many party cadres have come to believe 
that “policies are laws,” “we can do without laws as long 
as we have policies,” and “policies are above laws.” 
These days, there are still many localities and units who 
are to various extents inclined to emphasize policies, 
disregard laws, and substitute policies for laws; and some 
of them, under the pretense of reform, arbitrarily repeal 
or revise laws and regulations without going through 
legal procedures. They are all victims of the traditional 
concepts and old habits. 


3. Partiality in dealing with interests: During the past 10 
years since the reform was started, there has been a big 
change in the structure of interests in our society, result- 
ing in a new pattern of interests. The introduction of the 
output-related contract responsibility system based pri- 
marily on private family business in rural areas and the 
expansion of enterprises’ decision-making power in cit- 
ies have enabled rural and urban production units at the 
bottom level to enjoy certain interests independently, 
and these units have become relatively definite interest 
bodies. Also, with the strengthening of the economic 
reform, a number of new forms of interest bodies have 
appeared at different levels, including rural and urban 
households engaged in private family business, village 
and town enterprises, and cooperative economic organi- 
zations such as conglomerates and joint ventures. How- 
ever, we have as yet no specific law to use as a basis for 
effective adjustment of the complicated interest rela- 
tions among these interest bodies. Inevitably, this has 
caused confusion, conflicts, or partiality in some aspects 
of the interest relations. As a result, some interest bodies 
have disregarded law to satisfy their own needs for 
interests. For the purpose of their own interests, some 
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enterprises have engaged in illegal business at the 
expense of interfering with and disrupting the economic 
order and damaging the interests of the state, other 
enterprises, or consumers, This is a conspicuous reflec- 
tion of failure to comply with the law due to partiality in 
dealing with interests. 


In particular, it should be noted that partiality in dealing 
with interests on the part of local governments is a major 
obstacle to the serious enforcement of law. Due to the 
streamlining of administration, decentralization of 
power, and disivion of revenue and expenditure between 
central and local governments, the interests to be 
enjoyed by local governments have become increasingly 
apparent. On the other hand, the change and division of 
government functions have not yet been realized. Now, 
local governments at various levels are not only repre- 
sentatives of owners but also managers, and they func- 
tion as both a law-enforcement person and an “economic 
person.’ Meanwhile, the economic target is often used as 
a primary or even the sole criterion for judging the 
performance of a government. Under the circumstances 
where the relations between the central and local govern- 
ments regarding administrative and financial powers 
have not yet been straightened out, it is unavoidable for 
local governments to be partial in dealing with interests. 
Such being the case, when acting in accordance with the 
law contradicts their economic interests, local govern- 
ment will naturally evade or openly violate the law and 
hurt its dignity to maintain its own economic interests. 
Apparent examples are that some local governments 
have acted against the law to reduce certain taxes and 
allow some local enterprises to retain a greater portion of 
profit, and they have “turned a blind eye” to the illegally 
operated enterprises and units in their localities. 


Local governments’ partiality in dealing with interests 
also finds expression in the fact that they have illegally 
intervened in the judicial and law-enforcement work and 
practiced protectionism to preserve local interests out of 
their narrow-mindedness. Because of their intervention, 
some local courts have been partial to local people and 
units and given unfair verdicts, refused to help do the 
work requested by other courts, and made plans for the 
persons or units in their localities that are subject to 
punishment. More often than not, the units punished by 
local departments of supervision are enterprises that do 
not belong to local financial departments but are under 
the direct jurisdiction of the higher authorities. Local 
enterprises that have evaded tax or have made other law 
offenses can often go unpunished. There is no doubt that 
the local protectionism practiced by judicial and eco- 
nomic supervisory departments will damage the unifica- 
tion and authority of the state's legal system and injure 
the reputation of judicial and law-enforcement depart- 
ments. 


4. Negative effects of traditional law and culture: Having 
been passed down from generation to generation, Chi- 
na’s traditional law and culture (primarily feudal law and 
culture) have gradually become a solidified national 


ideology, which has long affected the understanding, 
belief, sentiment, assessment, identification, concept, 
and attitude of pe of all social strata regarding the 
law, After the founding of the People’s Republic, we 
have ignored the building of a democratic legal system 
and paid no attention to eradicating the pernicious 
influence of the feudal ideology. Consequently, the 
mindset, decadent ideas, thinking, and habits inheritant 
in the traditional law and culture against acting accord- 
ing to law have not been eliminated, On the contrary, 
they have assumed a new form to survive in the new 
social reality and become a potential obstacle to the 
observance of law. Besides the thinking that power is 
more important than law and rule by man is better than 
rule by law and the concept about special privilege at 
certain levels as mentioned above, the following are 
other prominent traditional ideas that have a negative 
effect on people's compliance with the law. 


It is better to submit to “private trial” and “private 
settlement” than to “official trial” and “official settle- 
ment.”’ Under the system of exploitation, it was “the gate 
to the government office is wide open, with right but no 
money, don't go inside.” With reason to start a litigation, 
the common people often ended up being accused of 
being in the wrong, and even unjustly sentenced. It was 
because of this that the common people were afraid of 
and hated laws. In addition, due to the fact that the social 
structure was based on a patriarchal clan system and 
influenced by its concepts and habits, many disputes 
among the people were often settled within a patriarchal 
clan or between patriarchal clans in a manner other than 
legal proceedings. This, plus the influence of the admo- 
nitions passed down from the ancestors that “one law- 
suit will result in 10 years of animosity,” had thus 
resulted in the shaping up gradually of the traditional 
sense of law that made the people to believe it was better 
to submit to “private trial” and “private settlement” 
than to “official trial” and “official settlement.” Today, 
many people are still negatively influenced by this kind 
of traditional mentality. Instead of relying on the law to 
settle their problems which should be settled in accor- 
dance with the law, they choose “private tral” and 
“private settlement” outside of the law. 


Ethics and moral principles carry bigger weight than law. 
China has always been a country of etiquette and rites 
that attaches importance to human relations and ethics 
instead of advocating rule by law. Social consciousness 
of the people is maintained by relying on the ethical 
concepts established on the basis of the patriarchal clan 
system. This traditional concept that ethics and moral 
principles carry more than law has been passed on from 
generation to generation and remains as popular as ever. 
Most typically, the concept is manifested in the attitude 
that human relationship comes before the law. Influ- 
enced by this erroneous concept, some people would take 
human relationship into consideration when dealing 
with law-breaking and criminal activities. They remain 
silent to, are partial to, shield, or even connive at 
law-breaking and criminal activities although they know 
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full well that these are activities violating law, simply 
because the persons involved are their relatives, towns- 
folk, alumni, or colleagues, People who are a party to a 
lawsuit, even if they realize they are in the right, would 
still seek contacts and curry favors before they go to 
court, because otherwise they would not feel safe for 
themselves, Some judicial and law-enforcement person- 
nel, who have accepted “favors fee" or “favors tax” 
because they have not been strong enough to resist it, 
would let human feelings take precedence over the law. 
They are blemishing the dignity of the law because the 
cases handled by them are cases of favor, and the court 
decisions reached by them pervert the law. Another 
typical manifestation of this concept lies in the attitude 
that the principal yardstick for conduct remains the 
belief that traditional ethics are more important than 
law. In the minds of the citizens, the current criterion for 
one’s conduct that one should act in accordance with the 
law is still in the process of a contest with the traditional 
ethics and human relations. When choosing the yard- 
stick of conduct in everyday life, some people would first 
or mainly consider it in terms of the traditional ethics 
rather than thinking about the law. For example, some 
women who have been submitted to acts of violence 
would rather suffer it than resorting to the law, because 
they are worried about their own “chastity” as well as the 
“reputation” of the family and clan. In so doing, they are 
not only doing nothing to protect their personal rights 
but also winking at the crime. 


Passively observing law and paying no attention to 
rights. Having lived under the feudal rule for a long time, 
the common people in China are only aware of their 
obligation to observe law and rarely are they able to seek 
protection under the law for certain rights. This has 
made the common people form a passive concept of law 
to passively observe law while neglecting their rights. 
“They have rarely considered whether any deprivation 
or infringement of their basic personal rights is right or 
wrong in the eyes of the law.”' Influenced by this 
traditional sense of law, many people today still are only 
aware of the need to avoid crime and keep from punish- 
ment and “would rather die of injustice than suing 
anyone,” without having any knowledge or courage to 
use law as the weapon to protect their own rights. 


5. The system of supervision over law enforcement is not 
perfect, and the quality of law-enforcement personne! is 
poor. Lenin pointed out: “What methods are generally 
used to make sure law is implemented? First, exercise 
supervision over the implementation of the law. Second, 
punish those who fail to enforce the law."’? It was very 
right for Lenin to list the supervision over law enforce- 
ment as the first thing to do to ensure the law is 
implemented. Because for a long time we have not paid 
enough attention to this important link of law enforce- 
ment supervision, the law enforcement supervision sys- 
tem has yet to be perfected. For instance, we still don't 
have a law of procedure for effective supervision over 
any violation of the Constitution, and the law enforce- 
ment supervisory work of the various people's congresses 


at various /evels and their standing committees has not 
been systemized and standardized, There is still a lack of 
the necessary guarantees for the state procuratorial 
organs, which are established exclusively to exercise law 
enforcement supervision, to independently exercise their 
procuratorial rights. Their supervisory functions are not 
completely spelled out, Since the organization, system, 
and personnel for the enforcement of administrative law 
and regulations are not perfected, they still fall far 
behind the need for administering the government in 
accordance with the law, The weakness of the law 
enforcement supervision system inevitably creates a 
“relaxed” environment and atmosphere for law break- 
ers. It also fosters and strengthens the idea among the 
people that they can leave things to chance because they 
might not be punished for their law-breaking and crim- 
inal activities. 


Although we now have a better contingent of law 
enforcement personnel, they are still far from meeting 
the requirements of the present situation and tasks. For 
various reasons, the political and professional qualities 
of a considerable number of law enforcement personne! 
are not high. As far as educational levels are concerned, 
only about 10 percent of the cadres of law courts and 
procuratorates at various levels across the country have 
a professional knowledge of the college level or above. 
Some law enforcement personnel even do not have a 
minimum sense of devotion and responsibility, and 
some others even have no knowledge of the basic pro- 
fessional ethics. In enforcing the law, a small number of 
personnel abuse their positions and powers in violation 
of the law and discipline and even commit crimes. The 
low quality of law enforcement personnel is bound to 
direct affect the results of law enforcement. 


The objective requirements of reform and moderniza- 
tion and the reality of the developing legal system in our 
country urgently call for us to pay close attention to 
solving the problein of laws not being observed. We 
should regard it as a task of top priority to enforce the 
law to the letter and to ensure that the existing laws are 
implemented. To this end, the following measures are 
suggested: 


It is necessary to do a better job in legislation and to 
improve the present legal system. Now further efforts 
should be made to step up economic and administrative 
legislation in order to bring all social and economic 
activities into the orbit of the legal system and to sei 
basic standards and procedures for administrative activ- 
ities. Efforts should be made to perfect various laws and 
regulations guaranteeing the full exercise of democratic 
rights by citizens to effectively protect their democratic 
rights as stipulated in the Constitution. Laws should be 
enacted in a systematic and planned way, attention 
should be paid to the integration and unification of laws 
and regulations, and various laws and regulations should 
complement one another. It is necessary to properly 
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certain issues and if there are misunderstanding or 

vances, they will not actively support reform or 

vote themselves to it, Moreover, in many circum 
stances, the lack of understanding and the existence of 
grievances may affect social ty. Therefore, to grasp 
and smooth out public sentiments is a major issue that 
cannot be ignored by leading organizations and their 
leaders at various levels. 
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related to reform and try our best to achieve social 
justice. For exampie, while recognizing the need to have 
reasonable discrepancy in distribution and make reason. 
able adjustment to some people to become 
well-off ahead of other , we must make efforts to 
ensure that people who pul in equal amount of physical 
or mental work will receive roughly the same amount of 
income. This will prevent income discrepancy from 
becoming too great and avoid creating new discontent 
among the people. For another e , when we pub- 
licize the improvement of the people's living standards, 
we must pay attention to our country's reality and the 
national . We must not create excessively h 
expectations we expose and criticize certain 
lematic behaviors, we must draw a clear distinction 
between the major and minor trends. In this way, we can 
avoid one-sideness, take care of the general sentiments of 
the masses, and avoid bringing out unstable factor when 
we deal with various issues. In the final analysis, the 
ultimate goal of coordinating human relations is to 


and create a political environment characterized by 
democracy, harmony, stability, and unity, We can 
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their personal interests will they understand the sincer- 
ity, determination, and ability of the party and . 
ment to perform concrete deeds for them and they 
support us wholeheartedly 








OW 1703051389 Beijing QIUSHI (SEEKING TRUTH] 
in Chinese No 4, 16 Feb pp 21-26 


—— by Fang Jue 2455 6030 of the Political Science 
nstitute under the Chinese Academy of Social Sciences) 





ext] The “Decision of the Central Committee of the 

ommunist Party of China on Reform of the Economic 
Structure” at the 34 plenum of the 12th CPC 
Central Committee in 1984 earnestly pointed out that 
the socialist economy of our country is a com- 
modity economy based on . The report 
1987 pointed out that this 


ference and the 3d plenum of the party's | 3th entral 
Committee held in 1988 solemnly called for improving 
the the economic 

y. 


questions about the building of a planned commodity 
economy. 





2. Our industrialization drive was started late and from 
a relatively low level. Both our comprehensive economic 
level and our potential for development do not allow us 
to be optimistic in these regards, Our country needs to 
th ey AA economy 
and to sirive to gain more economic sirength in the 
world. This is an extremely arduous task. 


3. The economic expansion of developed and developing 
industrial countries and the pressure resulting from their 
competition have made relatively small the room for our 
development of an export-oriented economy, and the 
between our country and advanced countries has 
44 We need to participate in an interna. 
tional division of work and international exchange. 
However, because of a shortage of natural resources and 
and a low industrial level, our country has fewer favor- 
able conditions in these respects, which make it rather 
difficult for our economy to compete in the world. 


Because of our facing such conditions for development, 
we cannot always avoid two basic macroeconomic ques- 
tions: 


|. We should make a rational distribution of our limited 
natural resources im order to bring about relatively 
coordinated development of the economy and society. 


2. Considering the interests of the country, nation, and 
society 60 0 @hele, We cheulé give priority to Heide ond 
projects where development is urgently needed. 


To solve these two questions, we need a unified social 
authority [ yi di she hui quan wei 4827 0001 4104 
4357 2585 2938 1218] to play a relatively conscrentious 
leading role in ensuring coordinated development and 
deciding on priorities. 


In the first 30 years after the founding of the People’s 


revolution. Later on, it was seriously distorted by the 
“teftist” mistakes over a long period of time. However, 
the system is not the only model of planned economy. 
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We have worked to reform the old system in the past 10 
years, However, a fundamental problem remains: Can 
we establish a single market economic system as the final 
goal of reform, as some comrades have argued about’ 


|. Under the development conditions in China, if we 
focus on establishing a single market economy, the 
results will pred y be a short-term balance of the 
market in some industries and inevitably a long-yerm 
macroeconomic imbalance. A short-term balance in the 
markets of some agricultural products and general indus- 
trial consumer products might be achieved. However, in 
areas such as infrastructure, energy industry, basic raw 
material industry, heavy chemical industry, and high- 
technology indusiry, because of their high initial invest. 
ments, low short-term return, and small flexibility in 
supply and demand, not only is a balanced market 


di It to establish, it is even possible that they will be 
seriously hampered from being developed, resulting in 
derailment of macroeconomic development and an over- 


all low level of development. A long-term imbalance of 
macroeconomic development will keep on pounding at 
the short-term balance of the markets of some industries, 
making the balance impossible to sustain. 


2. Development conditions and the levels of develop- 
ment in different regions in China differ greatly. There- 
fore, if we focus on establishing a single market econ- 
omy, a polarized situation will emerge in which a 
regional market system will take shape in relatively 
developed ne. while relatively underdeveloped 
regions will suffer from the development imbalance. The 
regional market system will be based mainly on general 
industrial consumer products and not be a complete 
market system. Because of lack of investment, backward 
production technology, and shortages of supplies, under- 
developed regions, which produce primary products, will 
be unable to establish their own market system. As long 
as their internal situations are concerned, development 
in both poles will be abnormal and incomplete. This 
polarized situation, in addition to the aforementioned 
structural imbalance of industrial development, will fur- 
ther derail macroeconomic development and lower the 
overall level of development. 


3. Some comrades believe that the disadvantages of a 
single market economy can be eliminated if the state 
tightens its macroeconomic management. This can only 
be wishful thinking. The internal tendency of a market 
economy is balance, not priority; readjustment after the 
fact, not previous planning; conflicts between numerous 
individual interests, not favoring the interests of the 
whole. The state's macroeconomic management of a 
single market economy is just a minor adjustment to 
market movement in the entire society, is unable to 
change the nature of market economy, and therefore is 
unable to ensure balanced development of social econ- 
omy and to decide the order of priority in accordance 
with the interests of the whole. 


The biggest drawback of various theories of the fully 
market-oriented socialist economy advocated by China 
and other countries in the past decades is that they rarely 
take into consideration both the marketing problems of a 
socialist society and the development issues of an under. 
developed society, The contemporary economic histo- 
ries of China and other countries all indicate that a large 
country's typical development problems can never be 
solved solely by way of the activity of a market economy, 
That cannot be more true for developing socialist coun- 
tries. The acute shortage of resources, the urgency for 
development, and the necessity to give priority to the 
development of certain industries in effect make it 
impossible for contemporary China to establish a uni- 
tary system of market economy. If we ignore that fact 
and continue in that direction, we are bound to be 
harassed by an ever-fluctuating partial equilibrium of 
the market and suffer long-term macroeconomic imbal- 
ance and inadequate overall development. 


That we cannot have a unitary system of market econ- 
omy does not forbid practicing market economy in 
certain areas. It is comparable to restructuring the old 
planned economic system: We do not necessarily have to 
eradicate the system from all aspects of our economy. 
The way to meet those dual requirements is to establish 
a planned commodity economic system. 


Cc 


A commodity economic system is broader than a market 
economic system in scope. In a commodity economic 
system, products are exchanged in accordance with the 
average social consumption of their individual produc- 
tion factors. A market economy is a concentrated form of 
a commodity economy. In a market economic system, 
the economic operators are highly decentralized and 
independent and the composition of production factors 
and distribution of profits are determined by the com- 
petitive activity of supply and demand. A planned com- 
modity economic system includes both a commodity 
economy with a planned character and a market econ- 
omy that is not directly restrained by central planning 
bul 1s under macroeconomic management. 


Il. The Structure and Operation of a Planned 
ommodity Economy 


In the part of a commodity economy with a planned 
character, the state is the master who decides the ure of 
resources. The commodity economy with a planned 
character mainly consists of key infrastructural facilities, 
mayor energies and raw materials, several major indus- 
trial installations, and a number of important high- 
technological products. In those fields, the law of market 
spontaneous activity cannot be applied in either the use 
of investment capital, the amassing of technology fac- 
tors, or the distribution of products. Nor can the devel- 
opment of industries in ‘hose fields be determined solely 
by market mechanism. Insiced, their development has to 
be conducted in line with the macroeconomic interests 
and general balancing of the national economy and 
under the state's unified planning and regulation. in 
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order to maintain the primary st and staying 
power of their overall development, Under the condi- 


tions in China, those fields have to transcend the limi- 
tations of the market activity in order to grow and 
advance, Undoubtedly, in the part of a commodity 
economy with a planned character, we should not try to 
retain or restore the outdated and highly centralized 
system of product economy, instead, we should establish 
a new planning system emphasizing the relations 
between commodities and money. The commodity econ- 
omy with a new planning system functions under the 
following two principles: First, It uses simulated market 
regulating methods, especially a “shadow price,” to 
determine an equilibrium price, and strictly adheres to 
the principle that investment is a loan in an economic 
sense. Second, under both the state's planning and 
simulated market tion, enterprises still have rela- 
tive independence. Enterprises, in particular, have to 
have strict economic accounting and very market-onr- 
ented personnel systems, while extensive economic con- 


economy requires that products are ¢ 
dance with the average social consumption of their 
individual production factors; and, in that sense, a 
commodity economy with a planned character is a kind 
of commodity economy that functions under the state's 
planning and is not a spontaneous commodity activity. 
The purpose of a commodity economic system with a 
planned character is to ensure the necessary develop- 
ment of those fields whose products are badly needed, 
and, at the same time, to try to achieve high economic 
effectiveness in some fields. 


supply and demand relations, and that it is a flawed 
market system, The reasons are: 


1. Under the conditions that resources are generally in 
shortage, it is difficult to form an extensive buyers 
market or to achieve through competition a supply: 
demand balance or balance in prices. 


2, Due to the fact that the industrial and ical 
differences in China are quite (because of very 
unbalanced development) and that China is a vast coun- 
try and has no well-developed traffic facilities and chan- 
nels for circulating information, in China's economy, the 
degree of openness and predictability of the market is 
small, difficulty for uniting the market is great, and 
technical problems of ing the market are exces- 
sive. Therefore, the flexibility of the market functions 
are relatively limited. 


3. The non-market-economy nature of the commodity 
economy with a planning character has reduced the 
completeness of the market economy. The indirect con- 
trol exercised by the planned economic system over the 
market economy has prevented the market system from 
operating in a totally market-oriented way. 


Therefore, we cannot envision our country’s market 
economy with a balanced market system in mind, as 
some comrades did, but rather we should take into 
account its unbalanced character. The planning and 
execution of the market operation system and macro- 
economic control measures should be based on the 
unbalanced points of the market. 


A basic characteristic of the operation of the planned 
commodity economy is that quantitative regulation 
widely exists and plays an important role. Quantitative 
regulation, in contrast with price — (including 


realize a proper selective economic balance and ensure a 
stable and orderly development (or growth). The quan- 
titative regulation can be in the form of money (financial 
expenditures, the volume of credit, the structure of tax 
revenue, and so forth), goods (such as rationed supplies 
for scarce raw materials), or a combination of both (such 
as investment loans being linked up with important 
equipment under some circumstances). 


In our country's planned commodity economy, there are 
two ways of effecting quantitative regulation: plan pro- 
duction with major consideration given to product short- 
age, and organize directional supply in a way that 
simulates the market-oriented way. In the field of macro- 
economy, arrangements of resources and the determin- 
ing of the structure and rate of the whole economic 
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develupment should be made, by and , with due 
consideration given to product shortage, Of course, in so 


doing, an overall balance must be maintained to prevent 
the recurrence of carrying out estilo (astian 0 Ctay Gms 
single point, such as our r practice of “taking steel 
as the only key link in industry,” In micro-economic 
matters, we must base our decision of the priority of 
obtaining resources which are in short supply on the 
overall interests and the principle of openness and fair- 
ness. We may arrange supplies in a market-simulated 
way to ensure wupely rationing is economically reason- 
able and efficient. For example, distributed materials 
should be sold at balanced prices which are close to the 

“shadow prices,” and supply contracts must be legally 
binding. And by giving loans, banks have control over 
enterprises’ stock volume. This way those who enjoy 
higher priority than others in distribution will not get the 
ae G GHEE GH Ge Gap GS ae & Coe 
wantonly. 


In the non-balanced market economy, those pursuing 
economic activities have to give consideration not only 
to price signals but also quantity signals. For instance, 
readjustment of the tax revenue structure will affect the 
course of industrial development of the market econ- 
omy, or, the rationing of some badly needed raw mate- 
rials for manufactured consumer goods will affect the 
supply of these goods. Although either the government or 
the market can be (or both simultaneously) the major 
quantitative regulator in the non-balanced market sys- 
tem, the government will probably play the principal role 
in quantitative regulation for a long time to come. 
Effective market organizations (organizations of trades, 
federation of production or trade, market arbitration 
organs, and so forth) will be able to play their part only 
after a long growing period. 


Of course, the quantitative regulation of the commodity 
economy with a planning characier is not altogether the 
same as that of the market economy. The former uses the 
means of direct planning, which is more forceful than the 
—— ee 


Many comrades hold that the optimal goal for our 
economic structural reform is generalized price 
regulation by the government. This view constitutes an 
idealized approach to our country's conditions for devel- 
opment, which are characterized by a general shortage of 
eT i ae eee ee 
form of planned economy (naturally including the 
planned commodity economy), a certain degree of quan- 
titative regulation is inevitable. A generalized price reg- 
ulation must be operated often in combination with 
quantitative regulation to be able to to play an effective 
regulatory role. For instance, to confine the investment 
scale within an appropriate range, we must readjust not 
only the interest rates of loans (the price of capital) but 
also financial expenditures and the volume of credit (the 
amount of capital). In our country’s planned commodity 
economy, generalized price regulation and quantitative 





tion must work together to form a complete and 
ive governmental regulatory system. 


To sum up the above analysis: the planned commodity 
economic system will be jointly formed by the commod- 
ity economic system with a planning character and the 
non-balanced market economic system Under this sys 
tem, both the fe ae nee pa and the market. 
oriented ways of distribution of resources are indispens- 
able, The commodity economy with a planning character 
must plan production with major consideration given to 
product shortage and take a market-simulated form. The 
macro control over the market economy will be reflected 
mainly in generalized price regulation, quantitative reg: 
ulation, and the formation of a fair and unified market 


operation system. 


Ill, The Current Problems and Long-Term Model of the 
New System 


In establishing a planned commodity economy, cur- 
rently there are three major problems that need to be 
correctly understood and solved: What principles should 
be followed in defining the authority of the central and 
local governments”? What tion will enterprises be in” 
How responsive and ive will price regulation 
(including price reform) be? Because a planned commod- 
ity economy is a dualist system, i.¢., a coexistence of a 
commodity economy with planning characterisitcs anda 
market economy under macroscopic pee 
examining the above-mentioned three problems should 
proceed from the dualism of the system, and should not 
simply use a unified commodity economy as the back- 
ground for analyzing, and, in particular, should not 
unilaterally use a single market economy as the back- 
ground for analyzing. 


In reforming the highly centralized planned economic 
system in the past 10 years, we have adopted a rather 
convenient and effective approach, ic, we have dele- 
gated power from the original channel of administrative 
command, giving some of the central authorities’ eco- 
nomic management power to local authorities, or simply 
broadening the local authorities’ orginal economic man- 
agement powers. This way of power delegation some 
time is also used by local authorities at various levels. 
The foundation of this type of administrative power 
delegation is the various forms of financial contracts 
undertaken by local authorities. The supporting force for 
it is alarmingly huge nonbudgetary funds, which usually 
grow very rapidly, and the center is the special policies 
(preferential policies) given by the central government to 
some localities. 


Administrative power delegation has made certain con- 
tributions to arousing the localities’ enthusiasm and 
speeding up local economic development. However, 
from the viewpoints of natural conditions, historical 
background, and the needs of socialized mass produc- 
tion, a locality is usually unable to achieve a develop- 
ment balance by itself, and spontancous activities of 





JPRS-CAR-89-044 
12 May 1989 


various localities also will not automatically result in a 
macroeconomic balance. Administrative power delega- 
tion is bound to decentralize planning of construction, 
result in factionalism in pursuing particular interests, 
and prompt localities to blindly launch construction 
projects, invest in projects that already exist, seek short- 
term interests and instant results, and strive to establish 
their own systems. The limitation of this way of delegat- 
ing power has become increasingly clear. 


Administrative power delegation is a transitional form 
of reform in the period of transforming the old system 
into the new one. We need to develop the reform to a 
new stage and improve it, i.c., establishing a unified 
planned commodity economic system, In this new sys- 
tem, the following three principles are the least we need 
to follow in defining the authority of the central and local 
governments: 


1. In the aspect of commodity economy with planning 
characteristics, the central and local authorities are a 
unified body to control planning. The central authorities 
are able to better see the interests of the whole, and are in 
a better position to establish an effective means of control. 
They should not simply delegate to local governments full 
powers to decide local economic development, because 
this does not conform to the inherited macroeconomic 
balance requirements of a planned system. 


2. In the aspect of market economy, the central and local 
authorities are a unified macroeconomic management 

._ Efforts should be put on establishing a fair and 
unified market operation system. Establishing a regional 
market system should not be encouraged, and estab- 
lished systems should not be tacitly recognized, because 
they are bound to arouse competitions on unequal foot- 
ing, and result in confusion in the economic order. 


3. It is necessary for the central and local governments 
and local authorities at various levels to have powers of 
varying degrees. However, delegating powers to author- 
ities at various levels should not turn them into entities 
of power that enjoy complete and independent interests. 


Enterprises in the commodity economy with planning 
characteristics are entities with relative decision-making 
powers, which are subject to the restrictions of the state's 
planning and simulated market regulation. These rela- 

tive decision-making powers are mainly demonstrated in 
the following two aspects: First, prices of products are 
not to be unilaterally decided by enterprises. Instead, 

they should mainly be decided by the state according to 
the consumption of production resources and the needs 
of maintaining a macroeconomic balance. Second, 
investing, especially investing in large and medium-sized 
projects, is not to be decided primarily by enterprises. It 
is to be decided by the state according to the needs of 
achieving a rational industrial structure and overall 
balance in the national economic development. 


Enterprises in a market economy are economic establish- 
ments that make decisions for themselves under the 
regulation of market mechanisms subject to macroeco- 
nomic control, However, macroeconomic control in our 
country is stronger in intensity and larger in scope than 
that in a country with @ unitary market economy, The 
quantitative regulation of the unbalanced market system 
by our government is even stronger in intensity and 
larger in scope than that in a country with a unitary 
market economy. This results in limiting enterprises 
leeway to a certain extent, 


Some people hold the view that all enterprises should 
become commodity producers with full authority fo. 
management and full responsibility for their own profits 
and losses, and they advocate that all enterprises should 
temper themselves in the vast sea of the market econ- 
omy. But they ignore the fact that all enterprises in our 
country are more or less subjected to macroeconomic 
control, This is not conducive to properly defining and 
differentiating the economic positions and behavioral 
characteristics of different enterprises under the system 
of planned commodity economy. 


Under the system of planned commodity economy, price 
regulation is not very sensitive and effective. In a com- 
modity economy with a planning character, prices will be 
equilibrium prices of a simulated market. Simulation 
only means ring to be close to something, and not 
necessarily re ing equilibrium. Moreover, equilib- 
rium prices sometimes need to be adjusted according to 
overall macroeconomic balance. In a market economy, 
price signs are distorted to a certain degree because of a 
lack of equilibrium, and the need for quantitative regu- 
lation makes it impossible for prices to become the only 
regulator for the functioning of the market system. 
Properly appraising the effect of price regulation will 
help us refrain from regarding the price lever as a 
panacea for all diseases. 


Both the present price relations and the mechanism of 
price formation need to be reformed radically. This is 
also one of the keys to reforming the economic structure 
as a whole. In carrying out the price reform, however, 
attention should be paid to avoiding two erroneous 
tendencies. 


1. We should not simply handle the price reform accord- 
ing to the view of prices in an equilibrium market as 
some comrades do. We should pay attention to solving 
the problem of price formation under market conditions 
lacking equilibrium. We should study how to set equi- 
librium prices on the basis of conditions in a simulated 
market in the commodity economy of a planning char- 

acter. These are two important, difficult questions of 
widespread significance for us to study. 


2. A considerable number of comrades fail to pay suffi- 
cient attention to structural obstacles to price 

The price system is irrational, particularly because the 
prices of basic products in short supply are set too low 
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and the price-setting mechanisms are too rigid, The 
production of § in short supply have long remained 
stagnant, and flexibility in the supply of and demand for 
such goods is rather small. Supply and demand cannot 
tully respond to each other with an upward adjustment 
of prices, Under the unbalanced structure of production 
and a shortage of supplies, changing the prices of such 
basic products or the price-setting mechanism too fast or 
too much will lead to a sharp increase in the costs of 
processed products. Then, prices will go up with the 
increase in the costs of processed products, and the price 
reform will be forced to end in “unreasonably big price 
gaps’ —meaning the return of even more highly unrea- 
sonable price relations. Therefore, the price reform can- 
not be carried too fast and in isolation. We should 
implement the price reform in a coordinated and orderly 
way and in a long period of time while readjusting the 
structure of production, reforming the investment sys- 
tem, reducing total demand, and curbing inflation and 
arbitrary price hikes. 


It is an important prerequisite for the establishment of 
effective macroeconomic control that authority should be 
reasonably divided between the central and local govern- 
ments, the central aspect in the establishment of sound 
macroeconomic control is to properly determine the extent 
to which enterprises can make their own decisions, and the 
key link in rebuilding mechanisms for economic function- 
ing is to correctly use the means of price regulation. In a 
sense, these three problems now facing us are also long- 
term ones in the system of planned commodity economy. 
When the three problems are properly solved, it will 
provide a sound foundation for solving many other prob- 
lems and greatly promote the formation and improvement 
of a new economic structure. 


From a viewpoint of long-term development, when indus- 
trialization and the socialization of production reach a 
fairly high level, the planned commodity economy needs 
to adopt the functioning pattern of “the central govern- 
ment regulates and controls, and enterprises make their 
own decisions” —that is, on the one hand, there should be 
scientific, centralized, and effective regulation and control 
by the central government, local governments are not 
independent regulators but branches of the planning sys- 
tem and macroeconomic control, local budgets should be 
used mainly for building local infrastructure and public 
utilities and providing social service, not for investing in 
production projects; on the other hand, we should make it 
possible for enterprises to carry out independent activities 
in a situation where central regulation and control and 
market mechanisms (or simulated market regu ation) play 
their roles in various ways and at various levels, and we 
should reduce the instability and weaknesses of individual 
enterprises by cultivating enterprise groups and market 
organizations. The pattern of “the central government 
regulates and controls, and enterprises make their own 
decisions” may be able to help better resolve the contra- 
diction between a macroeconomic balance and microeco- 
nomic benefits and between national and local interests, 
and rationalize the structure of production and regional 


development. 


We have carried out reforms for 10 years, Now we 
should conscientiously sum up our experiences. One 
basic experience is that we must persist in following the 
fundamental orientation of reform of the economic 
structure-—to build a planned commodity economy 


(The author is a member of the Political Research 
Institute of the Chinese Academy of Social Sciences.) 


Special Contradictions, Fundamental Choices 
F Economic Reform 

OW 170305 1389 Beijing QIUSHI [SEEKING TRUTH] 
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[Article by Sun Laixiang 1327 0171 4382 of the Depart- 
ment of Economic Management, Beijing University] 


[Text] Economic reform is a very arduous, great cause, It is 
especially arduous to carry oul this great cause in a 
socialist country with a population of | billion and very 
uneven development of productive forces. Reviewing the 
10 years of reform experience and soberly analyzing the 
contractions and difficulties before us will, no doubt, point 
out the path we should take in the next round of reform. 


1. Special Contradictions Confronting Reform 


Since the very beginning of the reform, we have been 
confronted with a very peculiar double-task: to deal with 
the question of economic development centering on the 
change of production structure and the question of 
economic reform focusing on switching from the old 
system to the new system. As for the process of reform, 
the first round of reform was characterized by an 
endeavor to grant power to lower levels and allow them 
to retain a bigger share of profits at their own disposal. In 
view of the fact that the positive effect of this endeavor 
was declining progressively and its negative effect was 
escalating, the second round of reform was characterized 
by the continuous reshaping and improvement of the 
pattern of macroeconomic regulation and control. The 
purpose is to choose a better pattern of macroeconomic 
regulation and control so as to eliminate the increasingly 
serious negative effect produced by granting power to 
lower levels and allowing them to retain a bigger share of 
profits. The result of this are far from ideal, however. 


Perhaps, the two key causes for the numerous troubles 
we presently face in our economic life are the intricacy of 
development and reform questions and the diminishing 
positive effect and escalating xegative effect of granting 
power to lower levels and allowing them to retain a 
bigger share of profits. It is necessary to analyze this in 
greater depth by direct observation. 


and Ailowing Greater Profit Retention Inthe Absene 
and Greater Profit Retention in the Absence of 
Clearly Property Rights 


Reform of the economic structure is aimed at introduc- 
ing and developing a market mechanism so as to flexibly 
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and effectively use resources, Then, what is to be done to 
introduce and develop the market mechanism? On this 
question, there is an oversimplified understanding. 
According to this understanding, all is needed is to grant 
power to lower levels, allow them to retain a bigger share 
of profits, and continue to relax the control over prices 
until there is no control at all, Certainly at the inceptive 
stage of granting power to lower levels and allowing them 
to retain a bigger share of profits, the initiative of various 
localities, departments, and enterprises was stirred up to 
an unprecedented extent. This manifested by the fact at 
the initial stage of reform, all localities had a special 
period when they achieved quicker economic growth, 
scored better economic returns, and made a conspicuous 
improvement in the living standards of their people. 
This progress not only enhanced people's confidence in 
the reform, but also made them entertain large psycho- 
logical expectations for results of the reform, Later when 
the endeavor to grant power to lower levels and allow 
them to retain a bigger share of profits reached a certain 
stage, its positive effect showed a fast decline while its 
negative effect quickly expanded. This can be seen from 
the fact that no self-balance mechanism has been formed 
within enterprises as people expected. Instead there has 
appeared a strong and effective mechanism for maximiz- 
ing the income of staff workers. The actions of various 
localities and departments have also become increas- 
ingly self-oriented and short-sighted. This has led to an 
imbalance between total supply and total demand, the 
imbalance of the economic structure, serious inflation, 
the shortage of foreign exchange, and the remarkable 
shrinkage of the room for the reform to maneuver. 
Confronted with this special and difficult situation, 
many theoretists and practical workers have been deeply 
bogged down in perplexity. They even think that this is 
an inevitable result of overemphasizing the role of regu- 
lation by the market. 


However, if the matter is viewed in a broader perspec- 
tive, it is not hard to see that the mindset of establishing 
a market mechanism by granting power to lower levels 
and allowing them to retain a bigger share of profits and 
by decontrolling the prices and the thinking of attribut- 
ing the current difficulties to the overemphasis placed on 
regulation through market are based on the same logic. 
That is, they both simply take the market mechanism as 
a price mechanism end view the price mechanism as a 
superficial question of commodity prices. They have 
overlooked the in-depth question of the formation of 
mechanism for prices of essential elements, especially 
the prices of asset stocks. 


It should be unequivocally pointed out that commodity 
prices are based on the prices of essential elements and 
the most important prices of essential elements are the 
prices of asset stocks. In the absence of a quickly respon- 
sive asset stock market, there will be no free flow of asset 
stocks. In that case, the adjustment or decontrol of 
commodity prices will not cause asset stocks to flow 
quickly from where supply is abundant to where supply 
is short. In other words, supplies will remain as they 


are—either abundant or short—and it will be impossible 
to achieve a reasonable distribu on of resources and the 
stabilization of overall price leve .. Here, a prerequisite 
for the flow of asset stocks through the marcet is the 
clearly defined property rights of these stocks, The 
market for asset stocks is a market for the transactions or 
transfers of property rights (whole or partial property 
rights) of enterprises. As seen, if the property rights of 
enterprises are not clearly defined and if a new mecha- 
nism for determining the prices of asset stocks is not 
established, it will be hard to set up a truly effective 
mechanism for determining the prices of commodities. 


With a review of the last round of economic reform 
based on the aforementioned analysis, we can figure out 
the crux of the problems we are facing now. 


in the last round of economic reform, we did not focus 
on restructuring traditional enterprises with the modern 
system of property right. Instead, we started from the 
opposite direction of traditional enterprises, seeking to 
make enterprises independent legal bodies by relinquish- 
ing more power to them and allowing them to retain 
bigger shares of profits. However, the policy of relin- 
quishing more power to enterprises and allowing them to 
retain a bigger shares of the profits, in effect, makes 
enterprise managers take on three simultaneous roles— 
representive for the owner, the interests of the legal body 
(enterprise), and the interests of workers. These roles are 
contradict one another. In a clash of roles, the logical 
choice is to tilt toward the end that is closely related to 
one’s own interests; i.c., to first consider how to satisfy 
the demands of workers (including oneself). This was 
reflected in recent years by enterprises that spent about 
80 percent of their retained profits on bonuses and 
prerequisites, which in turn unwittingly sped up the 
growth of gross payroll (excluding distribution in kind) 
and inflated the discretionary income of individuals. 
More to the point, the kind of distribution that allowed 
“wages to encroach upon profits” pushed banks into a 
dilemma. On the one hand, personal savings balances 
increased at an abnormal pace—more than 35 percent 
annually in the past 10 years; on the other hand, enter- 
prises relied more and more on banks and, in recent 
years, more than 85 percent of their fixed operating 
funds ce »e from bank loans that accounted for 75 
percent > the total amount of bank loans. As a result, 
personal savings deposits that xccounted for nearly 40 
percent of total savings deposits became very vital to 
maintain our banking system operation. Consequently, 
banks had to keep a large amount of money to attract 
and stabilize personal savings deposits. At the same 
time, as enterprises’ self-accumulating ability weakened 
or even shrank, the bank that issued notes was increas- 
ingly forced to issue more currency to be used for loans 
to enterprises’ operating funds. This would sustain sim- 
ple reproduction in enterprises. 


The lack of a built-in mechanism for achieving a balance 
between accumulation and consumption has not only 
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products with materials or specifications 
from businessmen and in doing compensation 
trade from January to September 1988, marking an 
increase of 200 t compared with that in the same 
period of 1987. 151 contracts for developing joint 
ventures and cooperative Ss were also signed 
between January and 1988, marking an 
increase of 180 percent compared with that in the same 
period of 1987. Most of these new contracts (projects) 
involved investments from companies. Of 
these, 26 of the contracts were signed for the processing 
of materials for businessmen, with each invest: 
ment exceeding HK$} millon, while |} of the contracts 
were signed with each investment exceeding HK$10 
million, Another 19 of the contracts were for 
developing joint ventures and cooperative projects, with 
each investment exceeding $! million, accounting for 
one-third of the new contracts. 


The situation in Shunde County is similar to that in 

City, With its townships as the foundation, 
this county has devoted itself to developing Sino-foreign 
joint ventures and cooperative projects in recent years. 
The whole county only had two joint ventures in 1983, 
but the number of joint ventures and cooperative enter- 
prises had reached 95 by September 1988 Some 68 joint 
ventures and cooperative enterprises are being set up for 


the manufacture of ic electrical appliances, chem- 
icals, > and textile products, ts, 
shoes. building materials, and furniture, and 


in the fields of transportation and tourism. Products in 
these fields earned more than $15 million for the state in 
1987 from their export goods. The trend in 1988 was 


had a 
$99 54 million, including $40.97 million foreign invest- 
ments. There were five $6 million contracts and two $10 
million ones signed. The newly developed enterprises are 


promoting high technology, although had been 
developing low level 2) Among the foreign 
investors, there are many big . Recently, a 


Second, after having through the practices of devel- 


omy. Looking back on the process of their development, 
the comrades of Fucheng District in City said: 
Even as late as in | 984, people were still with the 


(waiting for the higher 
preferential treatment)” 


and attitude of cadres and the masses years of 
practice in developing the export-onented economy 
Talking with them, one is impressed with the conspicu- 


1s 
ous fact that the policy of opening to the 
has been deeply ingrained in their minds. When people 


initiate innovations. 


Third, improving the investment environment will 
increase the attractiveness for foreign businessmen's 
investment. They call this task “building a nest to lure 
the phoenix.” In the past, because the investment envi- 
ronment in some localities was not ideal, foreign busi- 


were later attracted to other places which had a better 
investment environment. Investment environment 
includes both “hard” and “soft” environment. The con- 
struction of the “hard” environment mainly focuses on 
the infrastructures of road, electricity, communications, 
factory buildings, and installation of production facili- 
ties. Let us use City as an example. Since 1980 
it has raised funds various sectors to invest a total 





of 180 million yuan in the construction of bridges, new 
concrete roads, bituminous road, a safe water harbor [ta 
ping gang 1132 1627 3263), and wharves for handling 
container shipments. While taking active part in the 
provincial efforts to raise funds for power stations, it has 
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in great numbers. No less than |0 enterprise groups were 
received in 1988. During discussions, the proportion of 
foreign businessmen’s investment has increased The 
number of projects utshizing a high level of technology is 
also greater than in the past. 


the cities and counties in the region are quite obvious. 


—Importing advanced equipment has sped up technical 
transformation of the existing enterprises. The invest- 
ment by Foshan City in fixed assets during the Sixth 


5- Year Plan only accounted for |.6 percent of its total 
input. It was mainly used to import technology and 
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hon in the past 
among them include a’. assembly line for radio and 
cassette tape recorders. a five-color printing machine, 
an optical mirror film plating machine, and a shoe 
production line. Compared to others, these facilities 
and technology are more advanced, and they make up 
a relatively complete range of categories and assort- 


i 


and that they have to develop their own key enter- 
prises if they want to progress toward industrial mod- 


They have set up a number of key enterprises 
either on their own or in cooperation with Sichuan, 
Jiangsu, and other provinces and municipalities. In 





JPRS-C AR-89-044 


12 May 1989 


ture TV sets, 


clocks and watches, automated chemical and indus- 
trial control t, and other high priced prod- 
ucts, The of Dongguan City told me that 
lateral economic ties at home have a very bright 


future. Dongguan City is cooperating with i 
enterprises in Sichuan, Hunan, Hubei, and Gansu to 
utilize the raw and semifinished materials of these 
—— to do intensive and then eaport. 
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53% 


of 
income of 3.4 million yuan, with average of 2,052 
per household and 450 yuan capita. 


Those township-run enterprises are 7. collective 
en . The townships have been 


still small. Its output value has reached million 
yuan, however, the output value of collec- 
tive enterprises has amounted to 2.! billion yuan, W 
the collective economy as the foundation, it is easy to 
other things. This is because the collective economy not 
only money for the further development of 
. Village and township enterprises, and the 
improvement of the invesiment environment 


99.69 percent. Jun school education was 

t the county in 1986. There is a 
ki in every village. (Attendance by preschool- 
age ch now stands at 80 percent.) There has been 
rapid in the development of adult education 


. ion , 
ts rose from 193 yuan in 1978 to 1,039 yuan 
1987, while the per capita income of urban workers 
increased from 547 to 2,067 in the same period. 
Comparing 1978 with 1987, Zhongshan City's total 
industrial and agricultural output value rose 3.9 times 
to reach 3.83 billion yuan, the per capita income of 


counties and cities, one can see many well designed 


standard of living of the majority 
risen. Although some people have complained about 
price rises, they have a stronger capacity to bear the 
situation. 


spiritual civilization. 
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It Is Still Necessary To lnvigorate the Economy 


During my conversations with some comrades in these 
counties and cities, | discovered that they support the 
party Central Committee's policy of improving the eco- 
nomic environment and rectifying the economy, but 


they also worry that the might ruin the econ- 
omy. They said: It is not easy to inv te the economy, 
but it is easy to ruin the economy. expressed the 


hope that the economy will be further invigorated. 


Comrades in Dongguan City point out that there is 
discord between the policy of developing an export- 
onented economy and some measures adopted in the 
course of implementing the policy. The following are 
some prominent contradictions: |) The 

submitting projects for approval are too complicated. 
Applications for a new project have to be 


approval. 2) The system of 
fairly big restriction on the development of joint ven- 
tures and cooperative enterprises. Recently, a 

firm apphed to set up a solely foreign-owned 

mill with an investment of $60 million, which will 
import all the raw materials needed for the production 
and marketing all of its products overseas. 
a mill is 100 percent in line with the principle of “putting 


Some products have not been promptly exported due to 
the failure to solve the problems of licencing and quotas. 


There is also the problem of funds. Working funds are 


many ways to cope with the problem of a shortage of 
funds for importing raw and semifinished materials. 


As more and more outsiders are coming to these counties 
and cities, they have to buy grain at negotiated prices. 
There has been fear that this will result in a closing of the 
grain market. When | visited Shunde County's Xiang- 
gang Livestock Farm (a modernized farm), the farm 


departments 
omy while rectifying the econom 
worth studying. 





Notice on Books on 
OW 170305 1389 Beijing QIUSHI (SE 
in Chinese No 4, 16 Feb p 39 


Building 
KING TRUTH] 


By on the First National Selection of Good Read- 
Materials on Party Bui To Be Jointly Held by 
QIUSHI, DANGJIAN WENHUI, and Other Journals’) 


[Text] To show the vast number of readers the results in 
theoretical study on party building since the | 3th CPC 
National Congress, and to recommend good reading 
materials on party building to readers, the Political 

t of QIUSHI, DANGJIAN YANJIU 
[PARTY BUILDING RESEARCH—-8093 1696 4282 
4496) ne, (sponsored by the Party Building 
Research Institute of the Organization Department of 
the CPC Central Committee), DANGJIAN WEN HUI 
[PARTY BUILDING DIGEST—8093 1696 2429 0565) 
magazine, ZHONGGUO TUSHU PINGLUN [CHINA 
BOOK REVIEW—0022 0948 0956 2579 6097 6158) 
magazine, and The SHUKAN DAOBAO [Books and 
Journals—2579 0436 1418 1032] Company will jointly 
sponsor first national activities to select good reading 
materials on party building. 


icability: Applicable are books on party building 
ially published by a state publishing unit after the 
13th CPC National Congress and before the end of 1988 


Method of Selection: Sponsoring units will invite pub- 


their choice. A selection 
umber of votes each book 
i the opi of specialists in this field, will 
select the 10 best books on party building. The deadline 
for is 30 August 1989. The results of the 
selection will be announced in the October iseves of 


Awards: Authors (editors), responsible editors. and the 
publishing units of selected books will be given certifi- 
cates of honor and prizes by the selection committee. 
The selection committee will also establish three 
“Readers’ Selection Awards,” and present certificates 
and prizes to winners of these awards. 


Office of the Selection Committee: The Editorial 

t of DANGJIANG WEN HUI Journal 
(Address: No. 19, Section 4, Heping South Road, Shen- 
yang City, Liaoning Province) 


(Note: Please see recent issues of DANGJIAN WEN 
HUI Journal for ballots for voting and books intended 
for the selection activities.) 
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_ Reading ° ‘Major Thecghts 
Strategies —On on 
Reform in China’ 
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[Article by Fan hengshan 4636 1854 1472, member of 
~ Committee on National Economic Structural 
etorm) 


[Text] After 10 years of difficult explorations, reform of 
the economic system in China, which is primarily mar- 
ket oriented, has penetrated the surface into the layer of 
substance below. China finds itself in an extraordinary 
period of deadlocked confrontation between two sys- 
tems. Obviously, in this critical historical juncture of 
SE SS Se SSS Se hp Ge GS Sp 

ng reform in all areas, we can no longer use the 
— ¥ of “collision and reflexes” and “groping for the 
rocks when crossing the river,” which were unavoidable 
during the early period of reform. To get out of the 
predicament of painfully slow progress and give promi- 
nence to the planned socialist commodity economy to 
make it fully functional as an integrated system, we 
should judge the hour, size up the situation, and formu- 
late well conceived, systematic, scientific, and feasible 
reform programs. Therefore, starting in October 1987, 
the State Commission for Restructuring the Economy 
entrusted departments concerned in charge of economic 
work, scientific research institutes, colleges and univer- 
sities, and local commissions for restructuring the econ- 
omy to conduct comprehensive planning and design 
special collateral programs for the reform of the eco- 
nomic system for some time to come. After almost a year 
of arduous work, the achievements, which condense the 
wisdom and energies of hundreds of economic workers 
in theory and practice, have been presented to the people 
throughout the nation in a book published by the Shen- 
yang Publishing House entitled: “Major Thoughts on 
Reform in China.” 


First, the various plans presented in the book share a 
common understanding of the goal of reforming the 
economic system, which is to establish a socialist com- 
modity economy or market economy. In other words, the 
goal is to develop a new operating mechanism for the 
economy under which the “state will regulate the market 
and the market will guide enterprises." The mechanism 
consists of three mutually restrictive elements with an 
organic relationship: (1) Market orientation of economic 
operations: Alt present, it is very difficult to reasonably 
distribute social resources without the market and the 
market mechanism. Therefore, the market is the foun- 
dation of economic operations, and all economic activ- 
ities should be placed in the context of a market rela- 
tionship. (2) Independent actions of enterprises: The 
independent or voluntary actions of enterprises are a 
prerequisite for developing an effective and normal 
market. Therefore, we should guarantee the economic 
independence of enterprises by reforming the property 


rights system and the mechanism of enterprise opera- 
tions, so that enterprises can keep a watch on market 
use market prices as a weapon to reach the goal 
obtaining the best economic results, and carry out 


activities mainly by formulating non-mandatory plans. 
This is a basic guarantee for the smooth operation of a 
market oriented economy. Therefore, the state should 
use the various means of regulation, primarily economic 
leverage, and adopt economic and technical policies or 
policies for different industries and trades, to create a 
economic environment for 


To put it briefly, the fundamental goal of reforming the 
economic system is to establish a system of internal unity 
between planning and the market. Guided by scientific 
planning, this system will have the market as the foun- 
dation and the dynamic enterprises as the main subjects 
of economic activities. 


Another common point of the various proposals is the 
compatibility of the proposed strategies. This can be 
seen in the following two aspects: (1) The compatibility 
of the various proposed strategies is given primary 
consideration in the design of these strategies. Reforms 
in the past 10 years have enabled people to realize that 
reform of the economic system is a huge social s\ stems 
engineering project, and that the enterprise system, mar- 
ket system, and the macroeconomic regulation system, 


mechanism, are the three closely interwoven elementary 
parts of the systems engineering project, which condition 
one another. Establishment of the new economic system 
and formation of a new economic operational mecha- 
nism depend on the complete renewal of these three 
elementary parts in a balanced and harmonic manner. 
Therefore, in drawing up comprehensive plans for deep- 
ening reforms, all designers gave thorough consideration 
to these three elementary parts. One thing that is espe- 
cially conspicuous is that, in the proposals drawn up 
under their supervision, some influential representive 
individuals who used to stress reforms in some specific 
areas attached great importance to reforms in other 
areas. For example, in the new proposals, scholars who 
have emphasized price reform and the importance of 
interrelations between prices, taxes, financial matters, 
and trade also stress the need to give primary consider- 
ation to invigorating the state's large and medium enter- 
prises and call for reforming the structure of the property 
of these enterprises. In the new proposals, some scholars 
who have emphasized the importance of reforming the 
ownership system of enterprises also stress the impor- 
tance of price reform and call for gradually readjusting 
prices while carrying out enterprise reform in order to 
make market prices fixed in the end. (2) Consideration is 
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- to various factors in designing a single strategy. 
oday, when we are carrying out structural reforms, not 
only do reforms in a specific area affect reforms in other 
areas, but the feasibility and effectiveness of reforms in 
this specific area are also conditioned by reforms in 
other areas. Therefore, the various proposals do not 
confine themselves to discussing reforms in a specific 
area. Instead, they deal with reforms in a certain area 
from a broader point of view. For example, some pro- 
posals point out that market development and the for- 
mation of market mechanisms are a key to achieving the 

of regulating enterprises by market conditions with 
indirect control of the state. This process is actually the 
process of reforming the national economic management 
system and the enterprise system. For this reason, it is 
necessary to use a double envelopment method, that is, 
through further reform of the national economic man- 
agement system and the enterprise system, market devel- 
opment is promoted and the pricing system is rational- 
ized, as appropriate. In discussing the labor market, 
some proposals point out that if we are to rationalize the 
distribution of our social resources, we must open a labor 
market as soon as possible. In view of the peculiar 
conditions in our country, however, all we can do in the 
near future is to gradually open and expand labor mar- 
kets based on the personnel and labor force exchange 
centers we have at present. With the deepening of 
reforms in regard to the transfer of property rights, social 
insurance, and the welfare and renumeration systems, a 
perfect labor market with Chinese characteristics will 
eventually be established. 


Trying to find ways to go out of the double-system 
pattern is a relatively unanimous idea contained in the 
proposals. The double system has destroyed the tradi- 
tional function-coupling system without setting up a new 
function-coupling system to replace it. This has provided 
opportunities for various drawbacks to emerge and 
explode, and there is no way to prevent and eliminate 
them. Accordingly, the problems of serious inflation, low 
economic benefits, economic disorder, unfair distribu- 
tion of income, and corruption of party and government 
organs and among the party contingent have appeared 
one after another, and there is a trend of these problems 
worsening. This state of affairs has hurt the reputation of 
reform and threatened the cause of reform itself. There- 
fore, all proposals unanimously point out the need to get 
out of the situation where the old and new systems are 
persistently confronting each other as soon as possible 
and to establish a new function-coupling system in 
society so as to eliminate and overcome all the draw- 
backs that have appeared and will appear. 


However, the proposals also show remarkable differ- 
ences. 


The first difference is reflected in the question of how to 
achieve the objective. There are different ideas for 
deepening the reform of the enterprise system, market 
system, and macroeconomic management system. 


With regard to the enterprise reform, the main differ- 
ences lie in the choice of the enterprise system, In 
general, there are three different ideas: One idea holds 
that the contract system is a good system to achieve the 
“autonomy of enterprise activities.” It is necessary to use 
the methods of contracts based on public bidding, con- 
tracts between enterprises, group contracts, and the 
reasonable setting of the contract period to correct the 
problems in the present contract system, 
such as the petrification and worsening of the enterprise 
system, contractors willing to make profits but evading 
responsibility for losses, and enterprise activities aimed 
at short-term profits. The contract system, after being 
improved, should become a permanent enterprise sys- 
tem in the future. Another idea holds that the contract 
system is a “transitional enterprise management 
system.” For this reason, the proposed methods for 
improving and developing it add some new elements to 
the present contract system, such as contracts for after- 
tax profits and contracts signed with all personnel, so 
4 it will transit toward a “standard model of enter- 
se management mechanism suited to the level of 
development of the planned commodity economy during 
the preliminary period of the initial stage of socialism.” 
The third idea, like the second idea, holds that the 
contract system cannot meet the needs of the new system 
of the planned commodity economy. It clearly points out 
that the contract system must be transformed in a 
planned way, with the emphasis on certain aspects, and 
in a step-by-step manner, so that it will transit toward a 
modern legal entity enterprise system with the share- 
holding system as the basic form. 


Because prices constitute the basic factor of a market, 
various reform programs have placed the emphasis of 
the reform aimed at creating a “market economy” on 
price reform. In working out reform programs, there 
have been differences in regard to the time limit for price 
reform and in regard to the measures to be taken to carry 
out such a reform. The more important differences 
regard the method of carrying out such a reform— 
whether to create the mechanism of market prices by 


sentalning elec a the gree 
have led to a gap yoni 
supporters of the . laying greater stress on price 
reform itself, advocate that price reform should be made 
the center of the economic stractural reform in the 
future, the supporters of the latter, laying stress on other 
measures of reform, advocate that price reform should 
be made a supporting measure for the economic struc- 
tural reform. 


Various reform programs have suggested different ways 
of introducing “indirect macrocontrol.” Some programs 
have suggested that to completely change the means of 
regulating enterprises by the state, it is necessary to 
separate the functions of the government as administra- 
tor of the society and regulator of economic life from its 
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